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Internal Revernue Service Department of

the Treasury
District Director

Fost Office Box 1680, GFO
Brooklyn, NY 11202

pate: SEP 17 1996

rerson to Contact:

CETEAM Contact Telephone Number :

Refer Reply to:
[ —

Employer Identification
Number :

CERTIFIED MAIL

Dear Applicant:

We have considered your application for recognitinn of esemption
under section 501(c)(5) of the Internal Revenue Code.

The evidence presented disclaosed that you were incorporated in

The objects for which the corporation is established are to
promnte locally raised agricultural products, to provide market
capability for growers, and to establish and maintain operating

standards so as to inspire public confidence in the markets of
the association.

bylaws state that the
association has been organized for the following:

Section 1. To provide markets for g ;- overs to sell

their products directly to the consumer, thereby strangthening
the local farm economy and the viability of small scale family

farms. G ;- cefined as those in A

Section 2. To establish and maintain operating standards that
will inspire public confidence in the farmer’'s market concept;

Section 3. To provide the Organization with publicity and by
other technigques to assist in promoting the sale, at the market,
of members products;

Section 4. To engage 1n such other mutually beneficial
activities as the membershap may desire;

Section 5. To carry out educational and promotional activities
among seacoast area citizens for the support of local
agriculture.

Section &. o do all that is legal i1n obtaining its oblrectives
that the Eodard of Directors in its discretion deems appropriate
or consistent with the above stated purposes.
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The association is a membersnip organization. lIts membersnip

consists of farmers, and (NN

pay an annual membership fee.

pPrimary activity 1is the
oprration of five farmers markets. Each Farmers market is
operated one day each week in a different City starting 1 Gy
and ending inGENENY - The purpose of the market 1s to bring
together farmers and small business people to sell their
products. Operating the farmers market is the association's way
of promoting farm life and agriculture. Members are allowed to
sell their fruits, vegetables, eggs, prepared foods (baked
goods, jams honey, etc) baskets, sewn items, etc. Each member
must pay a stall fee for the Space used at the markets. The fee
of i‘jxs charged duraing weekdays and a fee of $‘for the
weekends. In addition to the market, the organization publishes
a cookbook. Income from the sale of the cookbook is used to
establish a scholarship fund for students in the field of
agricul ture.

The majority of the entity’'s revenue is from the membership tees
and assessments. Some i1ncome has also been derived from the
sale of T-shirts, tote bags, pins, etc. The majority of the
entity's disbursements is associated with the operation of the
farmer's market. The entity pays for the market manager,
promotional person, advertising and any other expenses incurred
tor its operations.

Section 501(c)(5) of the Code provides for the exemption from
federal income tax of labor, agricultural, or horticultural
organizations.

Agricultural and horticultural organizations are exempt as
organizations described in section S01(c)(5) of the Cede, if rno
part of their net earnings inures *o the benefit of any members
and if their objectives are the betterment of the conditions of
members, the improvement of the grade of their products. and the
development of higher efficiency.

Section 1.501(c)(5) -1 of the Income Tax Regulatiaons described
organizations covered by Code section S01(e)(5) as labor,
agricultural, and horticultural organizations that have no net
earnings inuring to the benefit of any member and have as thear
oblective the betterment ot the conditions of persons engaged in
those pursuits, the improvement of the grade of theirr products,
and the development of a higher deqree of efficiency irn their
respective occupations.

Revenue Ruling &66-105, 1966-1 C.B. 145, held that an
organization composed of agricultural producers whose principal
activity 1is marketing livestock as an agent for 1ts members does
not qualify for exemption. The sale of members’ products with
the return toc them of the sale proceeds 1s neither an object nor
an activity within the ambit of section 501(c)(S) of the Code.
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In Revenue Ruling 74-195 1974-1 C.B. 135 a non profit
organization formed to manage, graze and sell its members’
cattle is providing a direct business sarvice to 1ts members and
does riot qualify for exemption as an dagricultural organization.
Like the organizations described in Revenue Rulings 64-105% and
74-195, vour organization regularly promotes and markets of
members’ products. This is a direct business service of the
ecornomic bernefits of your members. VYour role is =
marketing/sales agent which makes all the necessary arrangements
for members to present their products for sale to the gereral
public. The association Creates an environment - the farmercs’
market for the sale of members’ products. The sale of members

products does not provide the betterment of conditions for the
farmers,

’

: nor l1mprove
the grade of their products. Your organization is for the

convenience of members and the production of income.

Accordingly, we conclude that you do not meet the requiremr.rts
for exempt status under section S01(c)(5) of the Code and
pPropose to deny your request for exemption under that section.

We have also determined that you fail to qualify for exempt
status under any other subsection of IRC S01(c).

You are required to file a taxable return Form 1170 or 1041 with
the District Director of Internal Revenue Service. Flease send
the return to the Internal Revenue Service, FP.0. Eox 1630,
General Fost Office, Brooklyn, NY 11202,

If you do not agree with thisg determination, YOou may request a
Conference with the Regional Director of Appeals by protesting

1N accor.'ance with the enclosed instructions within 20 davys.

Frotests bmitted which do rot contain afl the documentation
cixted inn _he instructions will be returned for completion.

i1 we do not hear from vyou within that time, this determination
will becrme fiial. i

Sincenely vy urs, =~

District D$fector

Enclosure: Fublication 892




